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PART  89— GROUP  HEALTH 
BENEFITS 

On  February  2,  1960,  a  notice  of  pro¬ 
posed  rule-making  was  published  in  the 
Federal  Register  (25  F.R.  875)  stating 
that  the  Civil  Service  Commission  was 
considering  issuance  of  regulations  for 
the  establishment  and  administration  of 
the  Federal  Employees  Health  Bene¬ 
fits  Program.  Interested  persons  were 
allowed  30  days  from  the  date  of  publi¬ 
cation  in  which  to  submit  written  com¬ 
ments,  suggestions,  and  objections. 

Many  comments,  suggestions,  and  ob¬ 
jections  were  received  from  Federal 
agencies,  health  benefits  carriers,  prac¬ 
titioners  of  the  healing  arts,  and  Fed¬ 
eral  employees.  All  were  given  full  and 
careful  consideration. 

A  number  of  the  comments  had  to  do 
with  the  provisions  for  beginning  and 
ending  dates  of  coverage.  The  past  prac¬ 
tices  of  health  benefits  carriers  as  to  ini¬ 
tial  and  terminal  liability  for  health 
benefits  for  covered  persons  have  varied. 
To  avoid  adverse  selection  against  par¬ 
ticular  plans  by  poor  risks,  and  at  the 
same  time  allow  the  maximum  in  free 
choice  of  plan  for  employees,  the  Com¬ 
mission  has  adopted  the  provisions  for 
effective  date  of  enrollment,  change  in 
etu-ollment,  and  termination  of  enroll¬ 
ment,  and  for  extensions  of  coverage,  set 
out  in  the  regulations.  In  the  judgment 
of  the  Commission,  these  provisions  rep¬ 
resent  the  best  available  solution  of  the 
many  problems  involved. 

Others  of  the  comments  conflicted  with 
the  letter  or  intent  of  the  law,  or  with 
the  Commission’s  policy  of  obtaining  the 
utmost  in  benefits  for  employees  at  a 
reasonable  cost,  and  consequently  could 
uot  be  adopted. 
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The  Commission  is  charged  by  law  with 
the  responsibility  for  providing  employees 
with  the  information  necessary  to  allow 
them  to  make  an  informed  choice  among 
plans.  This  information  cannot  be  as¬ 
sembled  imtil  appropriate  contracts  are 
executed.  Contracts  cannot  be  executed 
imtil  regulations  for  the  establishment 
and  administration  of  the  Federal  Em¬ 
ployees  Health  Benefits  Program  have 
been  issued.  Because  of  the  effective 
date  established  for  the  Program  by  law, 
and  in  view  of  the  opportunity  already 
provided  for  comment,  the  Commission 
therefore  finds  that  further  opportunity 
to  participate  in  the  rule-making  pro¬ 
cedure  is  impracticable,  smd  not  in  the 
public  interest,  and  therefore. 

It  is  ordered,  'That  effective  on  the  date 
of  publication  in  the  Federal  Register, 
Chapter  I  of  Title  5.  Code  of  Federal 
Regulations,  is  amended  by  adding  a 
new  Part  89,  to  read  as  follows: 

Subpart  A— Enrollmunt 

Sec. 

89.1  Definitions. 

89.2  Coverage. 

893  Enrollment.  . 

89.4  Effective  date  of  enrollment. 

89.5  Continuation  of  enrollment. 

89.6  Cancellation  of  enrollment. 

89.7  Termination  and  suspension  of  en¬ 

rollment. 

89.8  Temporary  extension  of  coverage  for 

conversion. 

Subparl  B— Approval  of  Plans  and  Carriers 

89.11  Minimum  standards  for  health  bene¬ 

fits  plans. 

89.12  Minimum  standards  for  health  bene¬ 

fits  carriers. 

89.13  Application  for  approval  of  health 

benefits  plans. 

89.14  Withdrawal  of  approval  of  health 

benefits  plans. 

Subpart  C— Administrative  Provisions 

89.21  Contributions. 

89.22  Reserves. 

89.23  Certificates  of  dependency. 

8934  Employee  iq>peals. 

8935  Legal  actions. 


Authoutt:  §{89.1  to  8935  issued  Under 
sec.  10,  73  Stat.  715,  5  UA.C.  8009. 

Subpart  A— Enrollment 
§  89.1  Definitions. 

For  the  purposes  of  this  part: 

(a)  Terms  defined  by  section  2  of  the 
Federal  Employees  Health  Benefits  Act  of 
1959  have  tJie  meanings  there  set  forth. 

(b)  “Employing  ofBce”  means  any 
ofiBce  of  an  agency  to  which  jurisdiction 
and  responsibility  for  health  benefits  ac¬ 
tions  for  the  employee  concerned  have 
been  delegated.  For  enrolled  annui¬ 
tants  who  are  not  also  eligible  mployees, 
the  ofBce  which  has  authority  to  approve 
payment  of  annuity  or  workmen’s  com¬ 
pensation  for  the  annuitant  concerned 
is  the  employing  oflBce. 

(c)  “Option”  means  a  level  of  benefits. 
It  does  not  include  distinctions  as  to  the 
members  of  the  family  covered. 

(d)  Whenever,  in  this  part,  a  period 
of  time  is  stated  as  a  number' of  days  or 
a  number  of  days  from  an  event,  the 
period  shah  be  computed  in  calendar 
days,  excluding  the  day  of  the  event. 

(e)  “Pay  period”  means  the  biweekly 
pay  period  established  pursuant  to  the 
Federal  Employees  Pay  Act  of  1945  for 
the  employees  to  whom  that  Act  applies; 
the  regular  pay  period  for  employees  not 
covered  by  that  Act;  and  the  period  for 
which  a  single  installment  of  annuity 
is  customarily  paid  for  annuitants. 

(f)  “Register”  means  to  file  with  the 
emplosdng  office  a  properly  completed 
Health  Benefits  Registration  Form, 
either  electing  to  be  enrolled  in  a  health 
benefits  plan  or  electing  not  to  be  en¬ 
rolled.  “Register  to  be  enrolled”  means 
to  register  an  election  to  be  enrolled. 
“Enrolled”  means  to  be  enrolled  in  a 
health  benefits  plan  approved  by  the 
Commission  under  this  part. 

(g)  “Immediate  annuity’’  means  an 
annuity  which  begins  to  accrue  not  later 
than  one  month  after  the  date  enroll¬ 
ment  under  a  health  benefits  plan  would 
cease  for  an  employee  or  member  of 

2823 


2824 


GROUP  HEALTH  BENEFITS 


family  if  he  were  not  entitled  to  continue 
enrollment  as  an  annuitant. 

(h)  “Eligible"  means  eligible  tmder 
the  law  and  this  pcui;  to  be  enrolled. 

§  89.2  Coverage. 

(a)  Each  employee,  other  than  those 
excluded  by  paragraph  (b) .  is  eligible  to 
be  enrolled  in  a  health  benefits  plan  at 
the  times  and  imder  the  conditions  pre¬ 
scribed  in  this  part. 

(b)  Employees  in  the  following  groups 
are  not  eligible: 

(1)  Employees  serving  under  appoint¬ 
ments  limited  to  one  year  or  less,  except 

(i)  employees  so  appointed  for  full-time 
emplosrment  without  break  in  service  or 
after  a  separation  of  three  days  or  less, 
following  service  in  which  they  were 
enrolled  under  this  part,  and  (ii)  acting 
postmasters. 

(2)  Employees  whose  employment  is 
of  uncertain  or  purely  temporary  dila¬ 
tion,  or  who  are  employed  for  brief  pe¬ 
riods  at  intervals,  or  who  are  expected  to 
work  less  than  six  months  in  each  year. 

(3)  Employees  in  the  postal  field 
service  serving  under  temporary  appoint¬ 
ments  pending  establishment  of  a 
register. 

(4)  Part-time,  when-actually -em¬ 
ployed,  or  intermittent  employees  having 
no  regular  tour  of  duty. 

(5)  Employees  whose  salary,  pay,  or 
compensation  on  an  annual  basis  is  $12 
a  year  or  less. 

(6)  Beneficiary  or  patient  employees 
in  Gk)vernment  hospitals  or  homes. 

(7)  Employees  paid  on  a  contract  or 
fee  basis. 

(8)  Employees  paid  on  a'  piecework 
basis,  except  those  whose  work  schedule 
provides  for  regular  or  full-time  service. 

(c)  The  Commission  shall  make  final 
determinations  of  the  applicability  of 
this  section  to  specific  employees  or 
groups  of  employees. 

§  89.3  Enrollment. 

(a)  Except  as  otherwise  provided  in 
this  part,  each  eligible  employee,  whether 
or  not  he  wishes  to  be  em’olled,  must 
register  before  July  1,  1960. 

(b)  Each  employee  who  becomes  eligi¬ 
ble  after  June  30,  1960,  must  register 
within  31  days  after  becoming  eligible. 

(c)  Upon  a  determination  by  the  em¬ 
ploying  office  that  an  employee  was 
unable,  for  cause  beyond  his  control,  to 
register  to  be  enrolled  within  the  time 
limits  prescribed  by  paragraphs  (a)  and 
(b)  of  this  section,  the  employing  office 
shall  accept  his  registration  to  be  en¬ 
rolled  within  31  days  after  his  first 
opportunity. 

(d)  An  employee  whose  enrollment 
was  terminate  because  of  his  comple¬ 
tion  of  365  days  in  a  nonpay  status  must 
register  within  31  days  after  his  return 
to  pay  status. 

(e)  An  employee  who  serves  in  coop¬ 
eration  with  non-Federal  agencies  and 
is  paid  in  whole  or  part  from  non-Fed- 
eral  funds  may  register  to  be  enrolled 
within  the  period  prescribed  by  the  Com¬ 
mission  for  the  group  of  which  the  em¬ 
ployee  is  a  member  following  approval 
by  the  Commission  of  arrangements  pro¬ 
viding  (1)  that  the  required  withhold¬ 
ings  and  contributions  will  be  mstde  from 
Federally-controlled  funds  and  timely 


deposited  into  the  Employees  Health 
Benefits  Fund,  or  (2)  that  the  cooper¬ 
ating  non-Federal  agency  will,  by  writ¬ 
ten  agreement  with  the  Federal  agency, 
make  the  required  withholdings  and  con¬ 
tributions  from  non-Federal  funds  and 
will  transmit  them  to  the  Federal  agency 
for  timely  deposit  into  the  Employees 
Health  Benefits  Fund. 

(f)  An  employee  eligible  to  register 
before  July  1,  1961,  who  did  not  register 
before  July  1, 1961,  who  registered  not  to 
be  enrolled,  or  who  has  cancelled  his  en¬ 
rollment.  may  register  to  be  enrolled  be¬ 
tween  the  1st  and  15th,  inclusive,  of 
October  1961.  An  employee  or  annuitant 
enrolled  before  July  1,  1961,  may  change 
his  enrollment  with  respect  to  whether 
his  family  is  covered,  the  health  benefits 
plan  in  which  he  is  enrolled,  which  of 
the  options  he  selects,  or  any  combina¬ 
tion  of  these,  between  the  1st  and  15th, 
inclusive,  of  October  1961.  Thereafter, 
not  less  often  than  once  every  three 
years,  the  Commission  will  by  regulation 
provide  every  employee  a  similar  oppor¬ 
tunity  for  enrollment  and  change  of  en¬ 
rollment.  on  such  terms  and  conditions 
as  it  may  prescribe.  The  enrollment  or 
change  of  enrollment  will  be  effective  on 
the  first  day  of  the  first  pay  period  after 
the  following  October  31st. 

(g) (1)  An  enrolled  employee  or  an¬ 
nuitant  may  change  his  enrollment  from 
himself  alone  to  himself  and  family,  or 
the  reverse,  and  an  employee,  if  not 
registered  to  be  enrolled,  may  register  to 
be  enrolled,  at  any  time  during  the  period 
beginning  31  days  before  a  change  in 
marital  status  and  ending  60  days  after 
the  change  in  marital  status.  An  en¬ 
rolled  employee  or  annuitant  may  change 
his  enrollment  from  himself  alone  to 
himself  and  family,  or  the  reverse,  with¬ 
in  60  days  after  any  other  change  in 
family  status. 

(2)  An  employee  who  is  not  enrolled, 
but  is  covered  by  enrollment,  under  this 
part,  of  a  spouse,  may  register  to  be 
enrolled  within  31  days  after  termination 
of  the  spouse’s  enrollment,  other  than 
by  death  or  cancellation,  and  within  60 
days  after  termination  of  the  spouse’s 
enrollment  by  death.  An  employee  who 
is  not  enrolled,  but  is  covered  by  the  en¬ 
rollment  of  a  parent,  may  register  to  be 
enrolled  within  31  days  after  the  termi¬ 
nation  of  his  coverage. 

(h) (1)  An  employee  or  annuitant  who 
is  enrolled  in  a  comprehensive  medical 
plan,  and  who  moves  outside  the  geo¬ 
graphic  area  to  which  enrollment  in  that 
plan  is  limited,  may,  within  31  days  after 
the  move,  register  to  be  enrolled  in  an¬ 
other  health  benefits  plan,  but  may  not 
change  his  enrollment  from  himself 
alone  to  himself  and  family,  or  the 
reverse. 

(2)  An  employee  or  annuitant  who  is 
enrolled  in  a  health  benefits  plan  spon¬ 
sored  or  underwritten  by  an  employee  or¬ 
ganization  and  whose  membership  in  the 
employee  organization  is  terminated, 
may.  if  the  plan  terminates  his  enroll¬ 
ment,  register,  within  31  days  after 
termination  of  his  enrollment  in  the  em¬ 
ployee  organization  plan,  to  be  enrolled 
in  another  health  benefits  plan,  but  may 
not  change  his  enrollment  from  himself 
alone  to  himself  and  family,  or  the 
reverse. 


(i)  An  employee  who  Is  transferred 
from  a  post  of  duty  within  the  several 
States  and  the  District  of  Columbia  to  a 
post  of  duty  outside  the  several  States 
and  the  District  of  Columbia,  or  the  re< 
verse,  may  register  to  be  enrolled  or 
change  his  enrollment  with  respect  to 
whether  his  family  is  covered,  the  health 
benefits  plan  in  which  he  is  enrolled, 
which  of  the  options  he  selects,  or  anj 
combination  of  these,  within  the  period 
beginning  31  days  before  the  date  he 
leaves  the  old  post  of  duty  and  ending 
31  days  after  he  arrives  at  the  new  post 
of  duty. 

( j )  An  employee  or  annuitant  who  is 
enrolled  in  a  health  benefits  plan  which 
ceases  to  be  an  approved  health  bene* 
fits  plan  may  register  to  be  enrolled  In 
another  plan  at  any  time  within  31  days 
after  the  date  set  by  the  Commission  for 
termination  of  its  approval  of  the  plan, 
but  may  not  change  his  enrollment  from 
himself  alone  to  himself  and  family,  or 
the  reverse. 

(k)  When  an  employee  or  annuitant 
enrolled  for  himself  and  family  dies, 
leaving  a  survivor  annuitant  who  is  en< 
titled  to  continue  the  enrollment  in 
a  health  benefits  plan,  and  it  is  apparent 
to  the  employing  office  from  availabk 
records  that  the  survivor  annuitant  is 
the  sole  survivor  entitled  to  continue  en* 
rollment  in  the  health  benefits  plan,  the 
employing  office  shall  change  the  enroll¬ 
ment  from  family  to  individual  enroll¬ 
ment,  effective  on  the  first  day  of  the  first 
pay  period  thereafter  for  the  survivw 
annuitant.  Upon  request  of  the  survivor 
annuitant  made  within  31  days  after  the 
first  installment  of  annuity  is  paid,  this 
action  shall  be  rescinded  retroactive  to 
the  effective  date  of  the  action,  with 
corresponding  adjustment  in  withhold¬ 
ings  and  contributions. 

(l)  An  employee  or  annuitant  who  en¬ 
rolls  for  self  and  family  must  include  in 
his  enrollment  all  members  of  his  family 
who  are  eligible  to  be  covered  by  his 
enrollment. 

(m)  In  the  discretion  of  the  employ¬ 
ing  office,  a  representative  of  the  em¬ 
ployee  or  annuitant  having  a  written 
authorization  to  do  so  may  register  for 
him. 

§  89.4  EfTective  date  of  enrollment. 

(a)  The  effective  date  of  enrollment 
under  §  89.3(a)  is  the  first  day  of  the 
first  pay  period  which  begins  after  June 
30,  1960,  and  after  the  pay  period  in 
which : 

(1)  The  employee’s  Health  Benefits 
Registration  Form  is  received  by  his 
employing  office,  and 

(2)  (i)  The  employee,  if  not  a  substi¬ 
tute  in  the  postal  field  service,  has  com¬ 
pleted  a  pay  period  in  pay  status,  or, 
(ii)  if  a  substitute  in  the  postal  field  ! 
service,  has  completed  six  consecutive  ; 
pay  periods  in  which  he  was  in  pay  status  | 
and  in  each  of  which  he  drew  sufficient 
pay,  after  other  deductions,  to  permit 
withholding  the  amount  necessary  lor 
his  share  of  the  cost  of  the  health  bene¬ 
fits  plan  he  selects. 

(b)  The  effective  date  of  enrollment 
under  §  89.3(f)  for  employees,  is  the 
first  day  of  the  first  pay  period  which 
begins  after  October  31  of  the  year  in 
which  the  employee  has  an  opportunity 
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to  enroll  or  change  enrollment,  and 
after  the  pay  period  in  which: 

(1)  The  employee’s  Health  Benefits 
Itegistration  Form  is  received  by  his 
employing  ofiBce,  and 

(2) (i)  the  employee,  if  not  a  substi> 
tute  in  the  postal  field  service,  has  com¬ 
pleted  a  pay  period  in  pay  status,  or. 
(ii)  if  a  substitute  in  the  postal  field 
sei^ce.  has  completed  six  consecutive 
pay  periods  in  which  he  was  in  pay 
status  and  in  each  of  which  he  drew 
sufBcient  pay,  after  other  deductions,  to 
permit  withholding  the  amoimt  neces¬ 
sary  for  his  share  of  the  cost  of  the 
health  benefits  plan  he  selects. 

(c)  The  effective  date  of  change  of 
enrollment  imder  S  89.3 (j)  is  the  first 
day  of  the  first  pay  period  after  the  em¬ 
ployee’s  or  annuitant’s  Health  Benefits 
Re^tration  Form  is  received  by  his 
employing  oflBce. 

(d)  The  effective  date  of  other  enroll¬ 
ments  or  changes  of  enrollment  is  the 
first  day  of  the  first  pay  period  which 
begins  not  less  than  14  days  after  the 
Health  Benefits  Registration  Form  is  re¬ 
ceived  by  the  emplosring  office  and  which 
follows — 

(1)  A  pay  period  in  which. the  em¬ 
ployee.  if  not  a  substitute  in  the  postal 
field  service,  or  annuitant  is  in  pay  or 
annuity  status,  or 

(2)  If  the  employee  is  a  substitute  in 
the  postal  field  service,  the  sixth  consec¬ 
utive  pay  period  in  which  he  was  in  pay 
status  and  in  each  of  which  he  drew 
sufficient  pay.  after  other  deductions,  to 
permit  withholding  the  amount  neces¬ 
sary  for  his  share  of  the  cost  of  the 
health  benefits  plan  he  selects. 

§  89.5  Continuation  of  enrollment. 

Except  as  otherwise  provided  by  this 
part,  enrollment  of  an  employee  or  an¬ 
nuitant  eligible  to  continue  enrollment 
ccmtinues  without  change  when  he  (a) 
moves  from  one  employing  office  to  an¬ 
other,  without  a  break  in  service  of  more 
than  three  days,  whether  the  personnel 
action  is  designated  as  a  transfer  or  not. 
or  (b)  changes  from  one  employing 
office  to  another  by  reason  of  retirement 
under  conditions  making  him  eligible  to 
cwitinue  enro^ent,  or  reemployment; 
and  the  enrollment  of  a  deceased  em¬ 
ployee  or  annuitant  continues  without 
change  for  eligible  survivor  annuitants. 

§  89.6  C^tncellation  of  enrollment. 

An  enrolled  employee  or  annuitant 
may  register  to  cancel  his  enrollment  at 
any  time  by  filing  with  his  employing 
office  a  properly  completed  Health  Bene- 
■  fits  Registration  Form.  The  cancella¬ 
tion  becomes  effective  on  the  last  day  of 
the  pay  period  following  the  pay  period 
in  which  the  Health  Benefits  Registra¬ 
tion  Form  cancelling  his  enrollment  is 
received  by  his  employing  office.  He  and 
the  members  of  his  family  are  not  en¬ 
titled  to  the  temporary  extension  of 
coverage  for  conversion  or  to  convert 
to  an  individual  contract  for  health 
benefits. 

§  89.7  Termination  and  suspension  of 
enrollment. 

(a)  An  employee’s  enrollment  ceases, 
^  subject  to  the  temporary  extension  of 


coverage  for  conversion,  at  midnight  of 
the  earliest  of  the  following  dates: 

(1)  The  last  day  of  the  pay  period  in 
which  he  is  (i)  furloughed  by  reason  of 
reduction  in  force,  or  (ii)  separated  f rmn 
the.  service  other  than  by  retirement 
under  conditions  entitling  him  to  con¬ 
tinue  his  enrollment. 

(2)  The  last  day  of  the  pay  period  in 
which  his  employment  status  changes 
so  that  he  is  excluded  from  enrollment. 

(3)  The  last  day  of  the  pay  period  in 
which  he  dies. 

(4)  The  365th  day  of  continuous' non¬ 
pay  status,  and  enrollment  during  peri¬ 
ods  of  nonpay  status  before  termination 
is  without  contributions  by  the  employee 
or  the  Government. 

(5)  For  substitutes  in  the  postal  field 
service  whose  enrollment  is  not  termi¬ 
nated  as  otherwise  provided  in  this  sec¬ 
tion,  the  last  day  of  the  13th  consecutive 
pay  period,  exclusive  of  periods  of  ap¬ 
proved  leave  without  pay  of  six  months 
or  more,  during  which  his  pay  was  not 
sufficient  to  permit  withholding  of  the 
amount  necessary  for  his  share  of  the 
cost  of  the  health  benefits  plan  in  which 
he  is  enrolled. 

(b)  Enrollment  and  coverage  of  an 
employee  who  enters  on  active  duty  or 
active  duty  for  training  in  one  of  the 
uniformed  services  (1)  for  a  period  of 
time  which  is  not  limited  to  less  than 
30  days,  and  (2)  under  conditions  which 
entitle  him  to  reemployment  in  his  civil¬ 
ian  position,  and  the  coverage  of  the 
members  of  his  family,  are  suspended  on 
the  date  of  entry.  His  enrollment  is 
reinstated  without  change  when  he  re¬ 
turns  to  active  duty  in  his  civilian  posi¬ 
tion.  However,  if  he  returns  to  active 
duty  in  a  civilian  position  under  condi¬ 
tions  which  do  not  entitle  him  to  exer¬ 
cise  his  reemployment  rights,  he  must 
register  as  provided  in  this  part  for  new 
employees. 

(c)  An  annuitant’s  enrollment  ceases, 
subject  to  the  temporary  extension  of 
coverage  for  conversion,  at  midnight  of 
the  last  day  of  the  pay  period  in  which 
he  dies,  or,  if  his  enrollment  is  not  ter¬ 
minated  by  death,  at  midnight  of  ^e 
earlier  of  the  following  dates: 

(1)  The  last  day  of  the  last  pay  period 
for  which  he  is  entitled  to  annuity,  im- 
less  he  is  eligible  for  continued  enroll¬ 
ment  as  an  employee,  in  which  case  his 
enrollment  continues  without  change;  or 

(2)  The  last  day  of  the  pay  period  in 
which  his  title  to  compensation  under 
the  Federal  Employees  Compensation 
Act,  as  amended,  terminates,  or  in  which 
he  is  held  by  the  Secretary  of  Labor  to 
be  able  to  return  to  duty,  unless  he  is 
eligible  for  continued  enrollment  as  an 
employee  or  as  an  annuitant  under  a  re¬ 
tirement  system  for  civilian  employees, 
in  which  cases  his  enrollment  continues 
without  change. 

(d)  (1)  The  coverage  of  a  member  of 
the  family  of  an  enrolled  employee  or 
annuitant  ceases,  subject  to  the  tem¬ 
porary  extension  of  coverage  for  con¬ 
version,  at  midnight,  of  the  earlier  of  the 
following  dates: 

(i)  The  last  day  of  the  pay  period  in 
which  he  ceases  to  be  a  member  of  the 
family. 


(ii)  The  day  the  employee  or  annui¬ 
tant  ceases  to  be  enrolled,  unless  the 
member  is  entitled,  as  a  survivor  annui¬ 
tant,  to  continued  enrollment. 

(2)  The  withholdings  required  from 
enrolled  smvivor  annuitants  shall  be 
taken  from  the  annuity  of  the  surviving 
spouse,  if  any.  If  that  annuity  is  less 
than  the  withholding  required,  the  an¬ 
nuity  of  the  youngest  child  shall  be  with¬ 
held  to  the  extent  necessary,  and,  if 
necessary,  the  annuity  of  each  next  older 
child,  in  succession,  until  the  withhold¬ 
ing  is  satisfied. 

(e)  If  the  annuity  of  an  annuitant  or 
of  all  annuitants  in  a  family  is  not  suf¬ 
ficient  to  pay  the  withholdings  for  the 
plan  in  which  the  annuitants  are  en¬ 
rolled,  the  employing  office  shall  notify 
the  annuitant  of  the  plans  available  at 
a  cost  not  in  excess  of  the  annuity.  The 
annuitant  may  register  to  be  enrolled 
in  another  plan  whose  cost  is  no  greater 
than  his  annuity.  If  the  annuitant  does 
not,  or  cannot,  elect  a  plan  at  a  cost  to 
him  not  in  excess  of  the  annuity,  the 
enrollment  of  the  annuitant  shall  cease, 
effective  as  of  the  end  of  the  last  period 
for  which  withholding  was  made.  Each 
annuitant  whose  enrollment  is  so  termi¬ 
nated  is  entitled  to  a  31-day  extension 
of  coverage  for  conversion. 

§  89.8  Temporary  extension  of  coverage 
for  conversion. 

An  employee  or  annuitant  whose  en¬ 
rollment  is  terminated  other  than  by 
cancellation,  and  a  member  of  the  fam- 
ihr  whose  coverage  is  terminated  other 
than  by  cancellaticm  of  the  enrollment 
imder  which  he  is  covered,  is  entitled  to 
a  31 -day  extension  of  coverage  for  him¬ 
self,  or  himself  and  family,  as  the  case 
may  be,  without  contributions  by  the  en¬ 
rolled  person  or  the  Government,  during 
which  he  is  entitled  to  exercise  the  right 
of  conversion  provided  for  by  this  part. 

Subpart  B— Approval  of  Plans  and 
Carriers 

§  89.11  Minimum  standards  for  health' 
benefits  plans. 

(a)  To  be  qualified  to  be  approved  by 
the  Commission,  a  health  benefits  plan 
must: 

(1)  Comply  with  the  Federal  Employ¬ 
ees  Health  Benefits  Act  of  1959  and  this 
part,  as  amended  from  time  to  time. 

(2)  Accept  enrollment,  in  accordance 
with  this  part,  and  without  regard  to 
age,  race,  sex,  health  status,  or  hazardous 
nature  of  employment,  of  all  eligible 
employees  or  annuitants  except  that 
plans  which  are  sponsored  or  under¬ 
written  by  employee  organizations  may 
rfbt  accept  enrollment  of  persons  who 
are  not  members  of  the  organization,  but 
may  not  limit  membership  in  the  or¬ 
ganization  on  account  of  these  pro¬ 
hibited  factors.  The  enrollment  of  an 
employee  or  annuitant  in  a  health  bene¬ 
fits  plan  sponsored  or  underwritten  by 
an  employee  organization  may  be  ter¬ 
minated  by  the  carrier  on  account  of 
termination  of  membership  in  the  or¬ 
ganization.  A  comprehensive  medical 
plan  need  not  enroll  employees  and  an¬ 
nuitants  residing  outside  geographic 
areas  specified  by  the  plan  and  may 
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terminate  the  enrollment  ot  eim)loyees 
and  annuitants  who  move  outside  the 
geographic  areas. 

(3)  Provide  for  coverage  of  enrolled 
employees  and  annuitants  and  covered 
members  of  their  families  wherever  they 
maybe. 

(4)  Provide  for  conversion  to  a  con¬ 
tract  for  health  benefits  regularly  offered 
by  the  carrier,  or  an  appropriate  affiliate, 
for  group  conversion  purposes,  which 
must,  at  the  option  of  the  employee, 
annuitant,  or  member  of  the  family,  as 
the  case  may  be,  be  guaranteed  renew¬ 
able,  subject  to  such  amendments  as 
apply  to  all  contracts  of  this  class,  ex¬ 
cept  that  it  may  be  cancelled  for  fraud, 
over-insurance,  or  nonpayment  of  pe¬ 
riodic  charges.  Conversion  must  be  per¬ 
mitted  within  the  time  ‘allowed  by  the 
temporary  extensions  of  coverage  pro¬ 
vided  under  §  89.8  for  each  employee, 
annuitant,  and  member  of  family  en¬ 
titled  to  convert;  but,  if  an  employee  is 
given  written  notice  by  his  employing 
office  of  his  privilege  of  conversion,  con¬ 
version  must  be  permitted  at  any  time 
before  (i)  fifteen  days  after  the  date  of 
the  notice  or  (ii)  seventy-five  days  after 
his  enrollment  is  terminated,  whichever 
is  earlier;  and  if  the  Commission  requests 
an  extension  of  time  for  conversion  be¬ 
cause  of  delayed  determination  of  in¬ 
eligibility  for  immediate  annuity,  con¬ 
version  must  be  permitted  until  the  date 
specified  by  the  Commission  in  its  re¬ 
quest  for  extension.  The  contract  shall, 
upon  conversion,  become  effective  as  of  • 
the  day  following  the  last  day  of  the 
temporary  extension,  and  the  employee, 
annuitant,  or  member  of  the  family,  as 
the  case  may  be,  shall  pay  the  entire  cost 
thereof  directly  to  the  carrier.  The  non¬ 
group  contract  may  not  deny  or  delay 
an  obstetrical  or  other  benefit  covered 
by  the  contract  for  a  person  converting 
from  a  plan  approved  imder  this  part, 
except  to  the  extent  that  benefits  are 
continued  under  the  health  benefits  plan 
from  which  he  converts. 

(5) (i)  Provide  that  any  person  who 
has  been  granted  a  temporary  exten¬ 
sion  of  coverage  in  accordance  with 
§  89.8  (ff  this  part  and  who,  on  the  31st 
day  of  the  temporary  extension,  is  con¬ 
fined  in  a  ho^ital  or  other  institution 
for  care  or  treatment  shall  be  granted 
continuation  of  the  benefits  of  the  plan 
during  the  continuance  of  the  confine¬ 
ment  but  not  beyond  the  60th  day  follow¬ 
ing  the  end  of  the  temporary  extension. 

(ii)  Provide  that  any  person  whose 
enrollment  has  been  changed  from  one 
plan  to  another,  or  from  one  option  of  a 
plan  to  the  other  option  of  that  plan,  and 
who  is  confined  in  a  hospital  or  other  in¬ 
stitution  on  the  last  day  of  enrollment 
imder  the  prior  plan  or  option  shall  be 
granted  a  continuation  of  the  benefits  of 
the  prior  plan  or  option  during  the  con¬ 
tinuance  of  the  confinement,  but  not 
beyond  the  91st  day  following  the  last 
day  of  enrollment  in  the  prior  plan  or 
option;  and  that  the  plan  or  option  to 
which  enrollment  has  been  changed  shall 
not  pay  benefits  with  respect  to  that 
person  while  that  person  is  entitled  to 
continuance  of  benefits  under  the  prior 
plan  or  option. 


(6)  Provide  that  each  employee  and 
annuitant  who  enrolls  in  the  plan  re¬ 
ceive  evidence  of  his  enrollment,  in  a 
form  to  be  approved  by  the  Commission, 
summarizing  the  conditions  of  the  plan, 
including,  but  not  limited  to,  those  con¬ 
cerning  benefits,  claims,  and  payment  of 
claims. 

(7)  Provide  a  standard  rate  structure 
which  contains,  for  each  option,  one 
standard  individual  rate,  and  one  stand¬ 
ard  family  rate,  without  geographical  or 
other  variations. 

(8)  Maintain  statistical  records  re¬ 
garding  the  plan,  separately  from  those 
of  any  other  activities  or  benefits  con¬ 
ducted  or  offered  by  the  carrier  sponsor¬ 
ing  or  underwriting  the  plan. 

(9)  Provide  for  return  to  the  Em¬ 
ployees  Health  Benefits  Fund,  at  the  end 
of  each  contract  period,  of  so  much  of 
the  subscription  charges  and  other  in¬ 
come  attributable  to  the  plan  as  exceeds 
the  sum  incurred  for  benefit  payments, 
premium  and  other  taxes  attributable  to 
the  plan,  and  other  expenses;  the  risk 
charge  or  retention  authorized  by  the 
Commission  for  the  plan;  and  a  special 
reserve  not  to  exceed  the  latest  three 
calendar  months’  subscription  charges 
paid  from  the  Fund.  Amounts  so  re¬ 
turned  shall  be  credited  to  the  contin¬ 
gency  reserve  for  that  plan.  Amounts 
retained  by  the  carrier  as  reserves  for 
the  plan  must  be  accounted  for  sepa¬ 
rately  from  reserves  maintained  by  the 
carrier  for  other  plans.  The  special  re¬ 
serve  shall  be  invested  and  income  de¬ 
rived  from  investment  of  the  reserve 
fund,  or  an  interest  rate  agreed  upon  in 
advance,  shall  be  credited  to  the  reserve. 
In  the  event  the  contract  is  terminated 
or  approval  of  the  plan  is  withdrawn,  the 
reserve  fund  shall  be  returned  to  the 
Employees  Health  Benefits  Fund.  For  a 
carrier  providing  service  benefits,  the 
Commission  may  in  its  discretion  approve 
the  use  of  other  equitable  and  practicable 
recording,  accounting,  reporting,  and 
financial  procedures. 

(b)  To  be  qualified  to  be  approved  by 
the  Commission,  a  health  benefits  plan 
must  not: 

(1)  Deny  any  covered  person  a  bene¬ 
fit  providcjd  by  the  plan  for  a  service 
rendered  on  or  after  the  effective  date  of 
coverage  solely  because  of  a  pre-exist¬ 
ing  physical  or  mental  condition;  or  re¬ 
quire  a  waiting  period  for  any  covered 
person  for  benefits  which  it  provides, 
except  that  a  plan  may,  with  the  ap¬ 
proval  of  the  Commission,  limit  benefits 
for  services  rendered  to  a  person  who, 
on  the  effective  date  of  enrollment,  is 
confined  in  a  hospital  or  other  institu¬ 
tion,  so  long  as  the  person  is  continuously 
confined  therein. 

(2)  Have  more  than  two  options. 

(3)  Have  an  initiation,  service,  enroll¬ 
ment,  or  other  fee  or  charge  in  addition 
to  the  rate  charged  for  the  plan,  except 
that,  notwithstanding  subparagraph  (1) 
of  this  paragraph,  comprehensive  medi¬ 
cal  plans  may  impose  an  additional 
charge,  to  be  paid  directly  by  the  em¬ 
ployee  or  annuitant  for  certain  medical 
supplies  and  services,  if  the  supplies  and 
services  on  which  additional  charges  are 
imposed  are  clearly  set  forth  in  advance 


and  are  applicable  to  all  employees  aod 
annuitants.  This  subparagraph  does  not 
apply  to  charges  for  membership  in  em¬ 
ployee  organizations  sponsoring  or  un¬ 
derwriting  plans. 

§  89.12  Minimum  standards  for  healA 
benefits  carriers. 

A  health  benefits  plan  will  not  be  ap¬ 
proved  by  the  Commission  unless  the 
carrier  of  the  plan  meets,  in  addition  to 
the  requirements  of  the  Federal  Employ, 
ees  Health  Benefits  Act  of  1959,  the  fol¬ 
lowing  additional  requirements: 

(a)  It  must  be  lawfully  engaged  In 
the  business  of  supplying  health  benellta 

(b)  It  must  have,  in  the  judgment  of 
the  Commission,  the  financial  resoureei 
and  experience  in  the  field  of  health 
benefits  to  carry  out  its  obligations  under 
the  plan. 

(c)  It  must  agree  to  keep  such  reason, 
able  financial  and  statistical  records  and 
furnish  such  reasonable  financial  and 
statistical  reports  with  respect  to  the 
plan  as  may  be  requested  by  the  Com¬ 
mission,  which  may  include  but  is  not 
limited  to: 

( 1 )  Number  of  employees  enrolled,  by 
option  and  family  coverage. 

(2)  Subscription  charges  received. 

(3)  Claims  incurred,  including  health 
benefits  payments  made,  or  servlcei 
rendered,  by  option  and  family  coverage, 

(4)  Expense  and  risk  or  other  reten¬ 
tion  charges. 

(5)  Reserves. 

(d)  It  must  agree  to  permit  representa¬ 
tives  of  the  Commission  and  of  the  Gen¬ 
eral  Accounting  Office  to  audit  and  ex- 
stmine  its 'records  and  accounts  which 
pertain,  directly  or  indirectly,  to  the  plan 
at  such  reasonable  times  and  places  a* 
may  be  designated  by  the  Commission 
or  the  General  Accounting  Office. 

(e)  It  must  agree  not  to  advertise  a 
plan  approved  imder  the  Federal  Em¬ 
ployees  Health  Benefits  Program,  or  iti 
participation  in  the  Program,  to  em¬ 
ployees,  or  solicit  enrollment  of  employ¬ 
ees  in  a  plan  approved  under  the 
Program,  other  than  in  accordance  with 
the  instructions  of  the  Commission. 

(f )  It  must  agree  to  accept,  subject 
to  adjustment  for  error  or  fraud,  in  pay¬ 
ment  of  its  charges  for  health  benefiti 
for  all  employees  and  annuitants  en¬ 
rolled  in  its  plan,  the  enrollment  charges 
received  by  the  Employees  Health  Bene¬ 
fits  Fund  less  the  amounts  set  aside  tm 
the  administrative  and  contingency  re¬ 
serves  prescribed  by  this  part.  The 
Conunission  will  pay  over  the  amounts 
due  each  carrier  at  such  times  as  are 
agreed  upon  by  the  carider  and  the  Com¬ 
mission. 

§  89.13  Application  for  approval  of 
health  ^nefits  plans. 

(a)  Application  for  approval  of  com¬ 
prehensive  medical  plans  may  be  made 
by  letter  to  the  United  States  Civil  Serv¬ 
ice  Commission,  Washington  25,  D.C. 

(b)  Approvals  of  all  health  benefiti 
plans  will  become  effective  on  May  I, 
1960,  for  those  carriers  which  have  ap¬ 
plied  for  approval  by  December  31,  1959. 
Thereafter,  approval  of  a  plan  will  be¬ 
come  effective  on  a  date  to  be  set  by  the 
Commission  for  the  plan. 
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Saturday,  April  2,  I960 

§  89>14  Withdrawal  of  approval  of 
health  benefits  plans. 

(a)  The  Commissioners  may,  on  ap¬ 
plication  of  a  carrier  or  on  their  own 
option,  withdraw  their  approval  of  a 
health  benefits  plan. 

(b)  Before  withdrawing  approval  of 
the  plan,  the  Commissioners  shall  cause 
to  be  sent,  by  certified  mail,  a  notice  to 
the  carrier  stating  that  they  intend  to 
withdraw  their  approval,  and  giving  the 
reasons  therefor.  The  carrier  is  entitled 
to  reply  in  writing  within  30  days  of  its 
receipt  of  the  notice,  stating  the  reasons 
why  approval  should  not  be  withdrawn. 

(c)  On  receipt  of  the  reply,  or  in  the 
absence  of  a  timely  reply,  the  Commis¬ 
sioners  shall  set  a  time  and  place  for 
hearing.  The  Commissioners  shall  con¬ 
duct  the  hearing  or  designate  a  repre¬ 
sentative  to  do  so.  The  carrier  shall  be 
given  notice  thereof,  by  certified  mail, 
at  least  fifteen  days  in  advance  of  the 
hearing.  The  carrier  is  entitled  to  ap¬ 
pear  by  representative  and  present  oral 
and  written  evidence  and  argument  in 
opposition  to  the  proposed  action. 

(d)  The  Commissioners  shall  make 
their  decision  on  the  record  and  commu¬ 
nicate  it  to  the  carrier  by  certified  mail. 
The  Commissioners  may  set  a  future 
effective  date  for  withdrawal  of  their 
approval. 

(e)  The  Commissioners,  may  in  their 
discretion  reinstate  approval  of  a  plan 
upon  a  finding  that  the  reasons  for  with¬ 
drawing  approval  no  longer  exist. 

Subpart  C — Administrative  Provisions 

§89.21  Contributions. 

(a)  The  Government  contribution  for 
all  plans,  except  those  for  which  another 
contribution  is  set  by  paragraph  (b)  of 
this  section,  for  each  enrolled  employee 
who  is  paid  biweekly  is  as  follows: 


For  an  employee  enrolled  for  self 

alone _ $1.  30 

For  an  employee  enrolled  for  self  and 

family _  3. 12 

For  a  female  employee  enrolled  for  self 
and  a  family  which  Includes  a  non¬ 
dependent  htisband _ _  1.82 


(b)  The  biweekly  Government  contri¬ 
bution  for  each  employee  or  annuitant 
enrolled  in  a  plan  whose  total  enrollment 
charge  is  less  than  twice  the  appropriate 
contribution  listed  in  paragraph  (a)  of 
this  section  is  fifty  percent  of  the  en¬ 
rollment  charge,  except  that  the  Govern¬ 
ment  contribution  for  a  female  employee 
who  is  enrolled  for  herself  and  a  family 
including  a  nondependent  husband  is 
thirty  percent  of  the  enrollment  charge. 

(c)  The  Government  contribution  for 
annuitants  and  for  employees  who  are 
not  paid  biweekly  is  a  percentage  of  that 


fixed  by  paragraphs  (a)  and  (b)  of  this 
section  proportionate  to  the  length  of 
the  pay  period,  rounding  fractions  of  a 
cent  to  the  nearest  cent. 

(d)  The  Government  contribution  for 
employees  whose  annual  salary  is  paid 
diming  a  period  shorter  than  52  work 
weeks  shall  be  determined  on  an  annual 
basis  and  pro-rated  over  the  number  of 
installments  of  pay  regularly  paid  dur¬ 
ing  the  year. 

§  89.22  Reserves. 

(a)  The  enrollment  charge  consists  of 
the  rate  approved  by  the  Commission 
for  payment  to  the  plan  for  each  em¬ 
ployee  or  annuitant  enrolled,  plus  four 
percent,  of  which  one  part  is  for  an  ad¬ 
ministrative  reserve  and  three  parts  are 
for  a  contingency  reserve  for  the  plan. 

(b)  The  administrative  reserve  shall 
be  credited  with  (1)  the  one  one-hun- 
dred-and-fourth  of  the  enrollment 
charge  set  aside  for  the  administrative 
reserve,  and  (2)  income  from  investment 
of  the  reserve.  The  administrative  re¬ 
serve  is  available  for  pajunent  of  admin¬ 
istrative  expenses  of  the  Commission  in¬ 
curred  under  this  part. 

(c)  The  contingency  reserve  for  each 
plan  shall  be  credited  with  (1)  the  three 
one-hundred-and-fourths  of  the  enroll¬ 
ment  charge  set  aside  for  the  contingency 
reserve  from  the  enrollment  charges  for 
employees  and  annuitants  enrolled  for 
that  plan,  (2)  income  from  investment 
of  the  reserve,  and  (3)  all  dividends,  rate 
adjustments,  or  other  refunds  made  by 
the  plan. 

§  89.23  Certificates  of  dependency. 

(a)  When  an  employee  enrolls  for  a 
family  which  includes  a  dependent  hus¬ 
band,  the  employing  office  shall  require 
a  certificate  of  a  physician  that  the  hus¬ 
band  is  incapable  of  self-support  because 
of  a  physical  or  mental  disability  that 
can  be  expected  to  continue  for  more 
than  one  year.  The  certificate  must  in¬ 
clude  a  statement  of  the  name  of  the 
husband,  the  nature  of  his  impairment, 
the  period  of  time  it  has  existed,  and  its 
probable  future  course  and  duration. 
The  certificate  must  be  signed  by  the 
physician  and  show  his  office  address. 

(b)  When  an  employee  enrolls  for  a 
family  which  includes  a  child  incapable 
of  self-support  who  has  reached  the  age 
of  19,  the  employing  office  shall  require 
a  certificate  of  the  physician  that  the 
child  is  incapable  of  self-support  because 
of  a  physical  or  mental  incapacity  which 
existed  before  the  child  became  19,  and 
can  be  expected  to  continue  for  more 
than  one  year.  The  certificate  must  in¬ 
clude  a  statement  of  the  name  of  the 
child,  the  nature  of  his  impairment,  the 


period  of  time  it  has  existed,  and  its 
probable  future  course  and  duration. 
The  certificate  must  be  signed  by  the 
physician  and  show  his  office  address. 
When  an  employee  is  enrolled  for  a  fam¬ 
ily  which  includes  a  child  under  19  who 
is  incapable  of  self-support  because  of 
a  physical  or  mental  incapacity,  the  cer¬ 
tificate  must  be  filed  with  the  employing 
office  on  or  before  the  child’s  19th  birth¬ 
day,  except  that  a  carrier  may  accept 
evidence  of  incapacity  not  timely  filed. 

(c)  A  certificate  of  incapacity  must  be 
renewed  upon  the  expiration  of  the  min¬ 
imum  period  of  disability  certified. 

(d)  Determinations  of  incapacity  shall 
be  made  by  the  employing  office. 

§  89.24  Employee  appeals. 

(a)  An  employee  or  annuitant  may 
appeal  a  refusal  of  an  employing  office 
to  permit  him  to  register  to  enroll.  The 
appeal  shall  be  made  in  writing,  within 
30  days  of  the  refusal,  to  the  Bureau  of 
Retirement  and  Insurance,  United  States 
Civil  Service  Commission,  Washington 
25,  D.C. 

(b)  An  employee  or  annuitant  may 
appeal  a  refusal  of  the  Bureau  of  Re¬ 
tirement  and  Insurance  to  permit  him 
to  register  to  enroll.  The  appeal  shall 
be  made  in  writing,  within  90  days  of  the 
refusal,  to  the  Board  of  Appeals  and  Re¬ 
view,  United  States  Civil  Service  Com¬ 
mission,  Washington  25,  D.C. 

(c)  The  Commission  may  order  pro¬ 
spective  correction  of  administrative 
errors  as  to  enrollment  at  any  time. 

(d)  The  Commission  does  not  adjudi¬ 
cate  individual  claims  for  payment  or 
service  under  health  benefits  plans,  nor 
does  it  arbitrate  or  attempt  to  compro¬ 
mise  disputes  between  an  employee  or 
annuitant  and  his  carrier  as  to  claims 
for  payment  or  service. 

§  89.25  Legal  actions. 

Actions  to  compel  enrollment  of  an 
employee  or  annuitant  not  excluded  by 
§  89.2  should  be  brought  against  the  em¬ 
ploying  office.  Actions  to  recover  on  a 
claim  for  health  benefits  should  be 
brought  against  the  carrier  of  the  health 
benefits  plan.  Actions  to  review  the 
legality  of  the  Conunission’s  regulations 
or  a  decision  made  by  the  Commission 
should  be  brought  against  the  United 
States  Civil  Service  Commissioners, 
whose  address  is  Eighth  and  F  Streets 
NW.,  Washington  25,  D.C. 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  Mary  V.  Wenzel, 

Executive  Assistant. 

[F.R.  Doc.  60-3088;  FUed,  Apr.  1.  I960; 

10:14  a.m.] 


